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Abstract

The Dissertation Thesis reviews the transit role of main gas pipelines of Georgia in the
development of Europe's Southern Gas Corridor.
The export routes of Caspian gas resources to Europe, their economic and technical
analysis are provided in the Thesis. The primary focus is made on the prospects of
processing gas fields of Azerbaijan and Turkmenistan and gas production from these
fields. As the Southern Gas Corridor concept considers gas resources of these two
countries from the Caspian region as the sources of supply, this has predetermined
making a focus on gas resources of Azerbaijan and Turkmenistan. The main gas pipelines
in these two counties of the Caspian region connecting them to neighboring countries and
accordingly, being used and/or which may be used as the technical means of gas export
are also reviewed. The prospective export gas pipeline projects are reviewed which are
being processed and/or have already been processed for export of increased gas volumes
produced in the Caspian region to the Asian and European countries.
The Europe's Southern Gas Corridor concept is presented in the Thesis, in particular, the
main projects of Europe's Southern Gas Corridor, their technical and economic
parameters are reviewed, including the South Caucasian Pipeline Extension, Trans-
Anatolian Pipeline and Trans Adriatic Pipeline projects which should ensure transit of
Caspian (at this stage, Azerbaijani) gas to Europe, including review of the construction
works planned on the territory of Georgia and expected results. The interconnectors
which will allow to increase the Caspian gas market geography in Europe are described.
The document is vitally important for practical implementation of the Southern Gas
Corridor concept — the Final Investment Decision is reviewed which has ensured the
financial viability of the projects and identified the contractor companies which have
expressed their willingness to conclude long-term contracts on purchase of Azerbaijani
gas in Europe.
The review of gas sectors of countries involved in Europe's Southern Gas Corridor is
provided in the Thesis. The gas market structure of transit countries involved in the
Southern Corridor (Turkey, Bulgaria, Greece, Italy), their demand-supply balance,
concluded long-term gas contracts, the main and transit pipelines and planned projects in
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these countries are reviewed which on their part will facilitate sale of gas transited via the
Southern Corridor to Europe or may compete with sale of the Caspian gas. Also, the
tendencies observed in gas sector in these countries in 2014 and the main gas suppliers
are reviewed. The share of gas in the energy balance of countries and their changeability
tendencies are reviewed. The specific nature of operation of the sole gas trading point
(hub) in transit countries, the essence and basic regimes of trading at the gas hub are
provided.

Technical and commercial analysis of the Georgian gas market is provided in the Thesis.
A new classification of main gas pipelines of Georgia into three groups is developed
based on geography and significance of the newly built and old main pipelines. The
infrastructure projects planned in the Georgian gas pipeline system are reviewed. The
Georgian gas market structure, functions and duties of the main gas companies and their
role in efficient operation of the gas market are presented. The 2014 data analysis and
review of tendencies developed in previous years are provided. Concepts of the so-called
"social sector" and the so-called "Georgian gas" are explained.

The final chapter of the Thesis presents the practical part of the Dissertation Thesis, in
particular, pessimistic and optimistic scenario-based forecasts. Scenarios are made based
on dynamics of gas consumption in the commercial sector. As the consumption dynamics
is correlated to increase of produced products, which is mainly predetermined by the
consequences of economic crises, two scenarios are considered in the course of gas
consumption forecasting — option of recurrence of economic crisis (pessimistic scenario)
and development of economy and accordingly, the commercial sector without the
economic crisis (optimistic scenario).

As a result of the performed analysis, the following conclusions are made at the end of
the Thesis:

1. The power energy system of should use the hydro-resources of the country to the
maximum extent possible. Development of renewable energy sources and
introduction of energy-efficient systems should be considered as a priority.

2. By reduction of the power generation share in gas consumption, the volume of the
so-called "cheap" gas will be increased which will be create an opportunity of its

commercialization. This, on its part, will increase competition in the commercial gas

sector and provide additional revenues for the state.
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3. It is expedient to maintain the terms and conditions of the transit contract
executed with "GazExport" before the right of derogation provides such opportunity.
4. The competitive market and deregulated supply of product will facilitate
partial replenishment of gas deficit in Georgia and will allow the market participants
to replenish the created deficit at the most favorable price. Full-load operation of the
South Caucasian Pipeline may become a precondition for that.
5. It is expedient to revise the terms and conditions of the contract and the
memorandum concluded with SOCAR by 2020 to allow Georgia to manage its
capacities, including the underground gas storage to be constructed on Samgori South
Dome.
6. Rehabilitation and construction of main gas pipelines of Georgia should be
continued and finalized within acceptable terms for the purpose of realization of the
possibility of forwarding gas flows and increasing the reliability of gas supply.
Arrangement of the second off-take point from the South Caucasian Pipeline,
construction of a new interconnector with Turkey etc. may also become a real
mechanism for achievement of the above.
The following recommendations are prepared on the basis of the drawn conclusion:
» Maximum facilitation of timely and full-load operation of the South Caucasian
Pipeline;
» Arrangement of the second off-take point from the South Caucasian Pipeline
by 2025;
» Obtaining the right of derogation on gas supply contracts applicable on the
market in the EU;
> Revision of the terms and conditions of the contract and the memorandum
concluded with SOCAR by 2020;
» Continuation of rehabilitation and construction of main gas pipelines for the
purpose of increasing the throughput and switching to the high-reliability
circular gas supply system from the dead-end gas supply system.
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